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SUBJECT: HIGH OIL PRICES 

1. IN RECENT WEEKS, WE HAVE INSTRUCTED OUR AMBASSADORS 
IN MOST OPEC CAPITALS TO DISCUSS HIGH OIL PRICES. WE 
BELIEVE THAT CURRENT PRICE LEVELS ARE STRAINING THE 
WORLD ECONOMY AND RETARDING ITS GROWTH. MAINTENANCE OF 
THESE LEVELS COULD CAUSE SERIOUS AND LASTING DISLOCATIONS 
AND LEAD TO VIRTUAL ECONOMIC COLLAPSE OF SOME LDCS. ON 
THE BASIS OF CURRENT MARKET CONDITIONS, WE BELIEVE OIL 
PRICES SHOULD BE FALLING RATHER THAN RISING. WE CONSIDER 
THE RECENT OPEC DECISION TO RAISE ROYALTIES BY TWO PERCENT 
AS UNWARRANTED EVEN THOUGH IT WAS SMALL IN COMPARISON TO 
PRIOR INCREASES. 

2. IN OUR DEMARCHES, WE HAVE EMPHASIZED THE ADVERSE EFFECT 
OF HIGH OIL PRICES ON THE WORLD ECONOMY AND ESPECIALLY 

ON LDCS. WE HAVE HIGHLIGHTED THE THREAT TO THE 
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PRODUCERS' LONG-TERM POTENTIAL EARNINGS SINCE HIGH PRICES 
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STIMULATE INCREASED INVESTMENT INTO ALTERNATIVE SOURCES 
OF ENERGY. IN SOME CASES, WE HAVE ALSO USED OUR 
REPRESENTATIONS TO ENCOURAGE A DIALOGUE THAT WILL FOSTER 
POSITIVE FINANCIAL, COMMERCIAL, AND INDUSTRIAL RELATIONS. 

3. AT YOUR DISCRETION, YOU SHOULD DRAW ON THE TALKING 
POINTS BELOW EITHER IN MAKING REPRESENTATIONS TO APPRO- 
PRIATE IRAQI OFFICIALS OR IN PREPARING AN AIDE MEMOIRE 
FOR PRESENTATION TO THE FOREIGN OFFICE: 

- I HAVE BEEN INSTRUCTED TO BRING TO THE ATTENTION OF 
YOUR GOVERNMENT, MY GOVERNMENT'S DEEP CONCERN WITH OIL 
PRICE DEVELOPMENTS. OUR CONCERN IS BEING EXPRESSED TO 
OTHER OPEC GOVERNMENTS AS WELL AS YOURS. 

- THE DIRECT AND INDIRECT BURDEN OF HIGH OIL PRICES 

ON THE WORLD S CONSUMERS IS A HEAVY ONE. THE PLIGHT OF 
DEVELOPING CONSUMER COUNTRIES IS PRESSING; IN SOME 
CASES, INCREASED EXPENDITURES FOR ENERGY ARE SURPASSING 
THEIR TOTAL AID RECEIPTS AND COULD LEAD TO VIRTUAL 
ECONOMIC COLLAPSE. 

- WE BELIEVE THE RECENT TWO PERCENT OPEC INCREASE 
FOR EXAMPLE - ALTHOUGH SMALL IN COMPARISON TO PRIOR 
INCREASES - WILL FURTHER STRAIN THE WORLD ECONOMY. 

- WE BELIEVE HIGH PRICE LEVELS ARE IN THE INTEREST OF 
NEITHER CONSUMERS NOR PRODUCERS. IN THE SHORT RUN, 

THEY HURT CONSUMERS. BUT IN THE LONG RUN. PRODUCERS WILL 
LOSE BECAUSE MAINTENANCE OF HIGH PRICES WILL STIMULATE 
ALTERNATIVE SOURCES OF ENERGY AND ALTERNATIVES TO 
ENERGY USE. THE EFFECT WILL BE TO REDUCE THE TOTAL 
VALUE THE OIL EXPORTERS RECEIVE OVER THE LIFE OF THEIR 
PRODUCING FIELDS. THE NET RESULT WILL BE DISADVANTAGEOUS 
TO ALL. 

- WE RECOGNIZE THAT PRODUCING COUNTRIES ARE ANXIOUS TO 
PROTECT THEIR REAL EARNINGS IN THE CURRENT WORLD-WIDE 
INFLATION. HOWEVER, THESE COUNTRIES SHOULD ALSO 
RECOGNIZE THAT THE TREMENDOUS INCREASES IN OIL PRICES 
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OF THE PAST SEVERAL MONTHS ARE IN THEMSELVES A MAJOR 
CAUSE OF WORLD INFLATION. 

- IN OUR INTERDEPENDENT WORLD, THE ECONOMIC FUTURES OF 
ALL COUNTRIES ARE CLOSELY RELATED. ALL NATIONS, 

PRODUCERS AND CONSUMERS, WILL SUFFER IN A WORLD THAT IS 
CHARACTERIZED BY FALTERING AND FAILING ECONOMIES. WE URGE 
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YOUR GOVERNMENT TO RECONSIDER ITS PRICING POLICY IN GENERAL. 

IN PARTICULAR, WE HOPE YOU WILL NOT INCREASE PRICES FURTHER 
AT THIS TIME. 

4. PLEASE REPORT ANY REACTION OF THE IRAQI GOVERNMENT TO 
OUR DEMARCHE. 

UNQUOTE KISSINGER 


CONFIDENTIAL 


NNN 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: PETROLEUM PRODUCTION, INFLATION, AMBASSADORS, NEGOTIATIONS, PRICES 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 01 AUG 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: boyleja 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974STATE1 66802 

Document Source: CORE 

Document Unique ID: 00 

Drafter: MHMAUGHAN:DVA 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D74021 1-0694 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t19740882/aaaacsft.tel 

Line Count: 123 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ORIGIN NEA 
Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: boyleja 
Review Comment: n/a 
Review Content Flags: 

Review Date: 20 AUG 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <20 AUG 2002 by WorrelSW>; APPROVED <24 FEB 2003 by boyleja> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 

Secure: OPEN 

Status: NATIVE 

Subject: HIGH OIL PRICES 

TAGS: ENRG, XF 

To: BEIRUT 

Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



